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fine ounce, $1-50 more than the market price1 on the previous day.
At first, however, purchases were confined to newly mined American
gold, so that the exchange position was not directly affected. The
picture changed when, on the 29th October, the American Govern-
ment announced their intention of buying foreign gold. The price
then fixed was $31-96, equivalent to a sterling price of 133$. 5cL per
ounce, which was Is. 9d. above the contemporary London quotation.
The rate of exchange on London promptly moved from $4-70 to
$4-7Sf .2 Though the R.P.C. buying price was raised daily by small
steps, comparatively little foreign gold was bought, for two connected
reasons. First, the market was not an open one, there being no under-
taking that the Corporation would buy any gold at all; hence
arbitrage operations were out of the question. Second, after an initial
period of hesitation, short-term funds moved out of the United
States in the expectation of further advances in the gold price, and
the exchange value of the dollar was thus driven down faster than the
gold price was raised. On the 6th November a milestone of monetary
history was passed when the pound appreciated against the dollar
beyond its former parity of $4-86f. The extreme rate on that day
was substantially higher than any that had been recorded since
August 1914. The gold price had by then been raised to $32«84. At
this figure, a brief halt was called in the raising of the price, and
there were rumours of impending stabilization.
Two days later, however, the price was advanced again, and the
dollar continued its downward course. The Bank of France began to
suffer a considerable loss of gold, not directly to the United States,
for the most part, but to London and other centres, to be held in
anticipation of a further improvement in the price of gold. The result
was a depreciation of the pound against the franc, though it always
lagged behind the fall of the dollar. Since too cheap a dollar in terms
of sterling would be very damaging to British trade, rumours spread
that the Exchange Equalization Account was being used to hold the
pound down; but its operations cannot in any case have boeen exten-
sive, in view of the almost certain loss that such a policy would in-
volve. The Chancellor of the Exchequer stated on the 9th November,
in answer to suggestions that the pound was being tied to the dollar,
that the general policy of the Government was to maintain the inde-
pendence of sterling.
1 On the 29th August, the President had authorized the Treasury to receive
on consignment for sale gold newly mined in the United States, th.us enabling
American mines to take advantage of the world price, as expressed in dollars.
Thenceforward the market price for gold in the United States was based on
the dollar-franc exchange. 3 Mean prices on the 28th and 30th October.

